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DEPARTMENT  OF  EDUCATION 

34  CFR  Part  668 

Expected  Family  Contributions 
(Common  Need  Analysis)  for  Pell 
Grant,  National  Direct  Student  Loan, 
College  Work-Study,  and 
Supplemental  Educational  Opportunity 
Grant  Programs 

AGENCY:  Department  of  Education 
ACTION:  Proposed  rulemaking. 

SUMMARY:  The  Secretary  proposes 
regulations  for  a  common  need  analysis 
to  be  used  for  the  1982-83  award  year 
for  the  programs  listed  above.  It  is 
intended  to  replace  the  Family 
Contribution  Schedules  used  by  the  Pell 
Grant  Program  and  all  of  the  other 
methods  of  measuring  need  which  were 
approved  in  previous  years  for  the  three 
campus-based  programs,  i.e.,  National 
Direct  Student  Loan  (NDSL),  College 
Work-Study  (CWS),  and  Supplemental 
Educational  Opportunity  Grant  (SEOG) 
programs.  These  proposed  regulations 
are  based  on  the  need  analysis 
provisions  found  in  paragraphs  (a),  (b) 
and  (c)  of  section  482  of  the  Higher 
Education  Act  of  1965,  as  amended. 
OATES:  Comments  must  be  received  on 
or  before  December  15, 1981. 

ADDRESS:  Comments  should  be 
addressed  to  William  L.  Moran,  Chief, 
Pell  Grant  Policy  Section,  Division  of 
Policy  and  Program  Development,  ROB- 
3,  Room  4318,  400  Maryland  Avenue 
SW.,  Washington,  D  C.  20202. 

FOR  FURTHER  INFORMATION  CONTACT: 
William  L.  Moran  or  Brian  Kerrigan, 
telephone  number  (202)  472-4300. 
SUPPLEMENTARY  INFORMATION: 

General  Background 

•  These  proposals  for  the  common  need 
analysis  are  being  submitted  for  public 
comment.  The  final  regulations  resulting 
from  this  notice  of  proposed  rulemaking 
will  be  in  effect  for  the  1982-83  award 
year  (July  1, 1982-June  30, 1983). 

Rationale  for  the  Development  of  the 
Proposed  1982-83  Formula 

This  proposed  formula  is  based  on  the 
current  wording  of  paragraphs  (a),  (b), 
and  (c)  of  section  482  of  the  Higher 
Education  Act  of  1965  as  amended  by 
the  Education  Amendments  of  1980. 
These  amendments  made  substantial 
changes  in  the  statutory  language  of  the 
formula  that  was  previously  used  in 
determining  the  expected  family 
contribution  for  the  Pell  Grant  Program. 

Subsequent  changes  were  made  in 
section  482  by  the  recently  enacted 
Omnibus  Budget  Reconciliation  Act  of 


1981  which  requires  the  Secretary  to  set 
“a  series  of  assessment  rates  to  be 
applied  to  parental  discretionary 
income.”  Section  516(d)(1)(B)  of  this  new 
law  also  allows  the  Secretary  to  submit 
to  Congress  a  proposal  to  waive  any 
provision  of  Title  IV,  Part  A,  Subpart  1 
of  the  Higher  Education  Act  of  1965 
(such  as  the  maximum  Pell  Grant  award, 
percent  of  cost  of  attendance)  to  meet 
the  authorized  funding  level  in  the 
Omnibus  Budget  Reconciliation  Act. 

The  Secretary  had  proposed  in  his 
testimony  of  March  11, 1981,  that  , 
parental  discretionary  income  be 
assessed  at  20  percent.  If  the  provisions 
of  the  need  analysis  formula  in  section 
482  and  the  Pell  Grant  authorizing 
legislation  (Section  411),  which  provides 
that  the  1982-83  maximum  award  shall 
be  $2,100  to  meet  up  to  60  percent  of  a 
student’s  cost  of  attendance,  were  to  be 
implemented  using  assessment  rates 
which  average  20  percent  for  the  first 
$15,000  of  discretionary  income,  and 
progressively  higher  rates  above  that 
level,  the  total  program  cost  would 
reach  about  $4  billion. 

Using  the  Secretary’s  waiver  authority 
to  reduce  the  maximum  award  to  $1,670 
($1,750  minus  $80) — the  same  level  as 
the  maximum  award  for  the  1981-82 
award  year — to  meet  up  to  50  percent  of 
a  student’s  cost  of  education,  the  cost 
would  be  $2.93  billion  if  those  same 
assessment  rates  were  used. 

To  meet  a  funding  level  of  $2,187 
billion,  for  example,  under  the  current 
provisions  of  section  482  while 
maintaining  the  maximum  award  at  the 
1981-82  level  to  meet  up  to  50  percent  of 
a  student’s  cost  of  attendance,  the 
assessment  rates  would  be  increased  to 
the  following  levels  which  are  included 
in  this  proposed  regulation. 

Discretionary  Income  and  Expected 
Contribution 

$0-5,000 — 40  percent  of  discretionary 
income 

$5,001-10,000— $2,000  +  45  percent  of 
amount  over  $5,000 

$10,001-15,000— $4,250  +  50  percent  of 
amount  over  $10,000 
$15,001  and  up— $6,750  +  55  percent  of 
amount  over  $15,000 
It  should  be  noted  that  $3,875  would 
generally  be  the  maximum  amount  of 
discretionary  income  that  the  family 
could  have  and  still  be  eligible  for  a  Pell 
Grant  under  these  assessment  rates.  A 
discretionary  income  of  $3,875  would 
result  from  an  adjusted  gross  income 
figure  of  approximately  $15,860  for  a 
family  of  four  with  both  parents  working 
and  paying  four  percent  of  their  income 
for  State  and  local  income  taxes,  and  a 
typical  amount  for  Federal  income 
taxes.  The  higher  assessment  rates,  thus, 


would  generally  only  be  applicable  to 
the  assessment  of  the  student’s  need  for 
the  three  campus-based  programs. 

Therefore,  unless  the  maximum  award 
were  to  be  reduced  to  an  extremely  low 
level — undoubtedly  forcing  many 
students  from  the  lowest  family  income 
levels  to  leave  school — reducing  the 
maximum  award  and  percent  of  cost  of 
attendance  through  the  Secretary’s 
waiver  authority  would  not  be  sufficient 
to  avoid  the  necessity  of  extremely  high 
assessment  rates  on  discretionary 
income  in  order  to  meet  the  target 
funding  level  for  the^program. 

Another  option  for  meeting  the  target 
funding  level  would  be  to  lower  the 
assessment  rates  but  reduce  awards  on 
the  basis  of  the  statutory  reduction 
language  contained  in  section  411(b)  of 
the  Act.  However,  this  method — as  a 
means  for  achieving  substantial 
savings — would  also  result  in  major 
inequities  in  the  distribution  of  limited 
funds.  After  the  initial  reduction  of 
award  based  on  a  student’s  eligibility 
index,  an  additional  flat  percentage  rate 
of  reduction  would  be  levied  against 
every  award.  Those  eligible  for  the 
highest  awards — the  lowest  income 
students — would  receive  reductions  of 
the  largest  dollar  amount. 

Therefore,  as  an  alternative  to  either 
the  high  assessment  rates  shown  above 
or  the  statutory  reduction  procedure, 
amendments  to  the  sjatute  could  be 
used  to  create  a  more  equitable 
distribution  of  limited  Pell  Grant  funds. 
Such  amendments  would  permit  the 
development  of  a  formula  which  will 
achieve  several  objectives  within  the 
context  of  the  target  funding  level: 

(a)  Avoid  extreme  reductions  in 
awards  to  students  from  the  lowest  . 
income  families. 

(b)  Avoid  the  necessity  of  establishing 
excessively  high  assessment  rates  on 
discretionary  income. 

(c)  Remove  several  inequities  in 
awards  to  students  which  occur  because 
of  statutory  requirements  as  to  how 
certain  assets  and  resources  are  treated. 

(d)  Ensure  that  the  need  analysis  for 
the  three  campus-based  programs 
(NDSL,  CWS,  and  SEOG)  is  allowed  to 
proceed,  unaffected  by  the  efforts  to 
constrain  Pell  Grant  expenditures  at  the 
Department’s  proposed  funding  level. 

To  achieve  these  objectives  at  a 
$2,187  billion  funding  level  would 
require  appropriation  and/or  legislative 
language  to: 

.  (a)  Establish  the  maximum  grant  at 

the  same  level  as  1981-82  and  provide 
that  the  student's  grant  shall  not  exceed 
50  percent  of  his  or  her  cost  of 
attendance. 
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(b)  Provide  that  for  the  1982-83  award 
year,  (a)  the  need  analysis  formula 
authorized  under  section  482  of  the 
Higher  Education  Act  of  1965  shall  apply 
only  in  determining  eligibility  for  a  Pell 
Grant,  and  (b)  the  Secretary  shall,  as  in 
previous  years,  establish  benchmark 
figures  which  need  analysis  systems 
must  meet  in  order  to  be  approved  by 
the  Secretary  for  determining  eligibility 
for  aid  under  the  campus-based 
programs. 

(c)  Continue  for  1982-83  the  deferral, 
for  the  Pell  Grant  Program  only,  of  the 
liberalized  cost  of  attendance  provisions 
which  were  enacted  as  part  of  the 
Education  Amendments  of  1980. 
Congress  had  previously  permitted 
deferral  of  these  provisions  for  the  1981- 
82  award  year  in  the  Supplemental 
Appropriations  and  Rescission  Act  of 
1981  (Pub.  L.  97-12,  June  5, 1981)  by 
allowing  the  Secretary  of  Education  to 
establish  the  cost  of  attendance  for 
purposes  of  the  Pell  Grant  Program.  The 
Administration  is  currently  considering 
a  rule  which  would  more  accurately 
reflect  living  expenses  directly  related  to 
the  cost  of  postsecondary  education,  for 
example  those  incurred  by  commuting 
students. 

(d)  Include  home  equity  among 
assessable  assets.  The  Secretary 
believes  that  in  a  time  of  fiscal 
constraint  home  equity,  which 
represents  a  substantial  asset  for  many 
families,  cannot  be  ignored  in 
determining  eligibility  for  Federal 
assistance.  With  home  equity  included, 
the  asset  reserves  for  parents  of 
dependent  students  and  independent 
students  with  dependents  other  than  a 

4  spouse  would  be  revised  as  follows: 

(i)  $30,000  would  be  excluded  from  the 
equity  of  the  principal  place  of 
residence. 

(ii)  $50,000  would  be  excluded  from 
farm  and  business  assets.  For  farmers 
$50,000  would  be  excluded  from  the 
value  of  the  farm  itself,  and  an 
additional  $50,000  from  the  value  of  the 
business  assets  of  the  farm,  i.e., 
machinery. 

(iii)  $8,000  would  be  excluded  from  all 
other  assets. 

It  should  be  noted  that  under  this 
proposed  statutory  change,  a  farm 
family  could  have  up  to  $108,000  in 
assets  excluded  from  assessment. 

(e)  Treat  veterans  and  Social  Security 
educational  benefits  as  part  of  the 
family  contribution.  Under  current 
procedures  in  which  all  of  Social 
Security  and  one-half  of  veterans 
benefits  are  assessed  as  income,  it  is 
possible  for  a  student's  educational  cost 
to  be  exceeded  by  a  combination  of  the 
student’s  Pell  Grant  and  one  or  both  of 
these  Federal  programs.  The  proposed 


revision  in  the  statute  will  prevent  these 
overawards. 

(f)  Treat  the  income  and  assets  of 
married  independent  students  who  have 
no  dependents  other  than  a  spouse  in 
the  same  manner  that  is  used  for  single 
independent  students.  Currently  the 
statute  provides  that  independent 
students  with  dependents  shall  receive 
the  same  income  and  asset  treatment 
that  applies  to  the  parents  of  dependent 
students.  The  proposed  revision  will 
provide  that  independent  students  who 
have  dependents  of  their  own  will 
continue  to  receive  the  more  liberal 
income  and  asset  treatment  that  is 
applied  to  the  parents  of  dependent 
students.  However,  the  assessment  of 
income  and  assets  of  married 
independent  students  with  no 
dependents  will  be  revised  to  parallel 
the  more  conservative  treatment  applied 
to  single  independent  students. 

(g)  Provide  that  the  asset  reserves  in 
paragraph  (b)  of  section  482  (the 
statutory  basis  for  the  dependent 
student  formula)  shall  apply  only  to  the 
assets  of  the  student’s  family,  and  that 
the  student's  assets  shall  continue,  as  in 
the  past,  to  be  assessed  at  a  higher  rate 
with  no  reserves. 

If  these  statutory  changes  are  enacted 
into  law,  the  Secretary  believes  it  will 
be  possible  to  establish  a  more 
equitable  formula.  One  way  in  which 
the  formula  will  result  in  greater  equity 
is  that  the  assessment  rates  can  be 
substantially  reduced  since  additional 
resources  will  be  assessed.  With  the 
statutory  changes  made  in  section  482 
and  a  $1,670  maximum  award  to  meet  up 
to  50  percent  cost  of  attendance,  the 
assessment  rates  can  be  reduced  as 
shown  below  while  still  maintaining 
program  expenditures  at  the  target 
funding  level. 

Discretionary  Income  and  Expected 
Contribution 

$0-5,000 — 11%  of  discretionary  income 
$5,001-10,000 — $550+13%  of  amount 

over  $5,000 

$10, 001-15, 000-$1, 200+18%  of  amount 

over  $10,000 

$15,001  and  up — $2,100+25%  of  amount 

over  $15,000 

It  should  be  noted  that  $11,944  would 
generally  be  the  maximum  amount  of 
discretionary  income  that  a  family  could 
have  and  still  be  eligible  for  a  Pell  Grant 
under  these  assessment  rates.  A 
discretionary  income  of  $11,944  would 
result  from  an  adjusted  gross  income  of 
approximately  $27,054  for  a  family  of 
four  with  both  parents  working  and 
paying  four  percent  of  their  income  for 
State  and  local  taxes,  and  a  typical 
amount  for  Federal  income  taxes.  The 


highest  assessment  rate,  thus,  would 
generally  only  be  applicable  for  an 
assessment  of  the  student’s  need  for  the 
three  campus-based  programs. 

Should  it  be  necessary  to  reduce 
progam  expenditures  below  the  target 
funding  level  of  $2,187  billion,  the  option 
of  using  the  statutory  reduction  formula 
is  still  available. 

The  formula  we  are  submitting  for 
public  comment  and  Congressional 
review  reflects  the  current  language  in 
section  482.  The  items  described  below 
are  changes  in  the  formula  from  the 
1981-82  Pell  Grant  Family  Contribution 
Schedules. 

Summary  of  Proposed  Changes 

I.  CHANGES  TO  INCOME 
ASSESSMENT 

1.  Addition  of  State  and  Local  Income 
Taxes  as  Offsets  Against  Income 

In  the  past,  Federal  income  taxes 
were  the  only  taxes  that  were 
subtracted  from  income  before  an 
assessment  of  that  income  was  made  to 
determine  the  expected  contribution 
towards  the  student’s  education. 
However,  the  law  now  specifies  that 
“Federal,  State  and  local  taxes  paid  or 
payable  with  respect  to .  .  .  income” 
shall  be  considered.  Thus,  State  and 
local  income  taxes  as  well  as  Federal 
income  taxes  are  subtracted  from 
income  in  this  NPRM. 

2.  Treatment  of  Dependent  Student 
Income 

In  the  1980-81  award  year,  the  Basic 
Grant  Program  began  assessing  the 
income  of  a  dependent  student  (in 
addition  to  the  parental  income)  in 
determining  the  amount  of  a  student's 
grant  The  income  that  was  reported 
was  the  income  from  the  calendar  year 
prior  to  the  first  calendar  year  of  the 
award  year  (i.e.,  income  from  1979  for 
the  1980-81  award  year).  This  was 
termed  base  year  income. 

The  assessment  of  dependent  student 
income  was  received  with  mixed 
feelings.  Of  those  who  objected,  many 
felt  that,  in  some  cases,  base  year 
income  figures  did  not  reflect  the 
student's  earnings  during  the  award 
year.  This  procedure,  when  coupled  with 
the  fact  that  the  assessment  rate  on  that 
income — after  an  offset  had  been 
subtracted — was  either  75  percent  or  25 
percent  (for  single  and  married  students, 
respectively),  resulted  in  a  somewhat 
harsh  reduction  in  some  students’ 
awards. 

Thus,  a  slightly  different  method  of 
determining  a  contribution  from  a 
dependent  student’s  income  for  the 
1981-82  award  year  was  used.  In  that 
award  year,  the  Program  decided  to  use 
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base  year  figures  for  dependent  student 
income,  except  in  those  cases  where  the 
student  estimated  that  his  or  her  income 
for  the  school  year  would  not  exceed  60 
pecent  of  the  actual  income  reported  for 
the  base  year.  When  at  least  a  40 
percent  drop  in  such  income  was 
projected,  the  Pell  Grant  formula 
automatically  used  the  student's 
estimate  in  the  computation  of  the 
student’s  eligibility. 

For  1982-83,  the  law  requires  that  we 
add  dependent  student  income  to 
parental  income.  As  a  result  there  will 
be  a  lower  assessment  rate  of 
dependent  student  income  in  most 
circumstances.  - 

Estimated  dependent  student  income, 
except  in  those  cases  where  the 
student's  parents  are  allowed  to 
estimate  their  income  under  one  of  the 
provisions  included  in  §  668.49  of  this 
NPRM,  will  not  be  used  in  determining 
the  student's  eligibility.  Section  668.49 
allows  parents  to  estimate  their  income 
for  the  first  calendar  year  of  the  award 
period  rather  than  to  report  their  actual 
income  for  the  base  year  when  certain, 
specific  conditions  exist.  The  formula 
then  uses  this  estimated  figure  in 
determining  the  student’s  eligibility  for 
assistance.  Since  student  income  is  to  be 
added  to  parental  income,  when  the 
parental  income  is  to  be  estimated,  the 
student’s  income  will  also  be  estimated. 
And  when  the  parental  income  is  base 
year  income,  the  student’s  income  will 
be  base  year  income. 

In  addition,  we  are  proposing  to  drop 
the  dependent  student  income  offset 
that  has  been  used  in  the  past.  That  is, 
for  1982-83  all  of  the  dependent 
student’s  income  will  be  added  to 
parental  income,  and  that  total  income 
will  then  have  the  appropriate  offsets 
applied  ot  it  that  would  be  applied  to  the 
parental  income.  As  both  an  example  of 
how  this  will  work,  and  an  explanation 
of  why  we  are  proposing  this  feature, 
the  following  is  illustrative. 

If  one  family  of  four  has  a  $12,000 
after  tax  income,  earned  by  both  the 
mother  and  father,  and  the  student  earns 
nothing,  the  following  offsets  would 
potentially  apply; 

(1)  A  family  size  offset  of 
approximately  $8,450, 

(2)  An  employment  expense  offset  of 
$1,500,  and 

(3)  An  educational  expense  offset  of 

$200. 

If  another  family  of  four  is  in  identical 
circumstances,  except  that  the  parents 
together  earn  $10,000  after  taxes,  and 
the  student  earns  $2,000  after  taxes,  the 
family  would  have  $12,000  after  taxes. 
The  same  three  offsets  would  apply, 
resulting  in  both  families  showing  the 
same  need  for  assistance.  To  provide  an 


additional  student  income  offset  would 
result  in  an  indication  that  the  second 
student — the  one  with  a  $2,000  annual 
income — had  greater  need  than  the  first 
student  who  has  no  income  of  his  or  her 
own. 

3.  Multiple  Assessment  Rates  for  Family 
Income 

t 

The  current  (1981-82)  assessment  rate 
of  10.5  percent  that  is  applied  to 
parental  income  after  deductions  was 
established  under  the  Middle  Income 
Student  Assistance  Act  (Pub.  L  95-566, 
November  1, 1978).  The  Education 
Amendments  of  1980  (Pub.  L.  96-374, 
October  3, 1980)  provided  for  an 
assessment  rate  of  not  more  than  14 
percent  for  families  with  adjusted  gross 
incomes  of  $25,000  or  less.  Under  the 
provisions  of  the  Reconciliation  Act, 
however,  beginning  with  the  1982-83 
formula  the  Secretary  is  required  to  set 
a  series  of  rates  for  discretionary 
income.  Discretionary  income  is  the 
income  that  remains  after  Federal,  State 
and  local  income  taxes  and  all  of  the 
other  offsets  are  subtracted  from  the 
total  income  of  the  family. 

We  have  proposed  that  the  first 
$15,000  of  discretionary  income  be 
divided  into  three  equal  amounts.  The 
first  $5,000  is  assessed  at  40  percent;  the 
second  $5,000  is  assessed  at  45  percent; 
and,  the  third  $5,000  is  assessed  at  50. 
All  discretionary  income  above  $15,000 
is  assessed  at  55  percent.  (As  indicated 
earlier,  generally  only  the  first  $3,875  pf 
discretionary  income  is  pertinent  for  the 
Pell  Grant  Program.) 

4.  Assessment  of  Independent  Student 
Income 

Under  the  current  Pell  Grant  Family 
Contribution  Schedules,  the  income  of 
independent  students  is  assessed  at 
either  75  percent  or  25  percent 
depending  on  whether  they  are  single 
independent  students  without 
dependents  or  are  either  married 
independent  students  without 
dependents  or  independent  students 
(married  or  not)  with  dependents.  In  the 
past,  the  breakdown  for  those  three 
categories  of  independent  students  has 
been  75  percent,  50  percent,  and  40 
percent  respectively. 

For  1982-83,  the  law  requires  that  we 
assess  the  income  of  independent 
students  with  dependents  in  the  same 
fashion  as  we  assess  the  income  of  the 
parents  of  dependent  students.  As 
explained  in  the  previous  section,  that 
will  result  in  a  40  percent  assessment 
rate  for  independent  students  with 
dependents  (when  the  discretionary 
income  is  $5,000  or  less).  A  rate  of  45 
percent  applies  for  the  discretionary 
income  from  $5,000  to  $10,000,  with 


progressively  higher  rates  above  that 
level.  Independent  students  with  no 
dependents  will  continue  to  have  their 
incomes  assessed  at  75  percent. 

5.  Updating  of  the  Family  Size  Offsets 
To  Account  for  the  Rise  in  the 
Consumer  Price  Index  (CPI) 

This  year,  as  in  the  past,  the  family 
size  offsets  have  been  increased  to 
account  for  the  effects  of  inflation, 
based  on  a  projected  rise  in  the  CPI  of 
9.8  percent.  Thus,  the  offsets  used  in 
1981-82  were  multiplied  by  109.8 
percent,  and  the  resulting  figures  were 
rounded  to  the  nearest  $50.  When  this 
regulation  is  published  as  a  final 
regulation,  that  projected  percentage 
will  be  corrected,  if  necessary,  and  the 
family  size  offsets  will  be  adjusted 
accordingly. 

II.  CHANGES  TO  ASSEST 
ASSESSMENT 

1.  Asset  Treatment  for  Dependent 
Students 

For  1981-82,  the  Pell  Grant  Family 
Contribution  Schedules  provide  a 
$25,000  asset  reserve  for  parents.  (Up  to 
$50,000  is  provided  if  farm  or  business 
assets  are  involved.)  After  subtracting 
the  asset  reserve  from  the  parents’  net 
assets  (including  their  home  equity),  the 
remainder  is  assessed  at  5  percent.  This 
amount  is  added  to  the  parental 
contribution  from  income. 

The  law  requires  that  beginning  with 
the  1982-83  award  year  home  equity 
shall  be  excluded  from  assets.  Further,  it 
provides  some  requirements  about 
parental  asset  reserves,  i.e.,  at  least 
$10,000  for  all  applicants,  and  at  least  an 
additional  $50,000  for  applicants  with 
farms  or  businesses. 

Our  proposals  are  based  on  these 
requirements.  However,  we  have 
proposed  that  the  asset  reserve  for 
people  who  do  not  own  homes  shall  be 
$25,000  as  opposed  to  the  $10,000 
reserve  for  home  owners.  This  provides 
the  person  who  does  not  own  a  home 
with  the  same  asset  reserve  that  he  or 
she  has  had  for  the  past  several  years, 
and  compensates  for  the  fact  that  the 
home  owner  now  has  all  of  the  equity  in 
his  or  her  home  as  well  as  $10,000  of 
additional  assets  protected.  After  all 
reserves  are  subtracted,  we  propose  to 
assess  the  remaining  net  assets  at  the 
rate  of  five  percent. 

The  dependent  student  also  has  assets 
that  are  assessed.  These  are  not 
included  with  parental  assets.  For  the 
1981-82  award  year,  all  of  the  net  assets 
of  the  single  dependent  student  are 
assessed  at  33  percent.  For  married 
dependent  students,  a  $25,000  reserve  is 
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provided,  and  any  net  assets  above  the 
amount  of  the  reserve  are  assessed  at 
five  percent. 

The  treatment  of  assets  specified  in 
the  law  for  the  1982-83  award  year 
addresses  the  assets  of  both  the  student 
and  the  parents.  Thus,  the  asset  reserve 
of  $10,000  is  to  be  applied  against  the 
combined  assets  of  the  parents  and  the 
student.  However,  since  we  plan  to 
assess  parental  assets  at  five  percent 
and  the  student’s  assets  at  33  percent, 
we  are  proposing  that  the  minimum 
asset  reserve  of  $10,000  be  applied  first 
against  the  parental  assets.  If  the 
parents  do  not  have  $10,000  of  net 
assets,  they  will  not  need  all  of  the 
$10,000  asset  reserve.  In  that  case,  the 
amount  of  asset  reserve  that  they  do  not 
need  will  be  applied  against  the 
student’s  assets. 

Dependent  students  would  only  rarely 
own  farms  of  business  of  their  own. 
Thus,  we  are  not  proposing  that  a 
parallel  treatment  of  farm  and  business 
assets  be  implemented  for  dependent 
students.  Rather,  the  farm  and  business 
asset  reserve  of  $50,000  will  be  applied 
only  to  the  parental  assets. 

2.  Asset  Treatment  for  Independent 
Students 

In  the  past,  the  assess  of  single 
independent  students  were  assessed  at 
a  different  rate  than  the  assets  of 
independent  students  with  dependents. 
Single  independent  students  were 
expected  to  use  33  percent  of  all  of  their 
net  assets  for  educational  expenses, 
whereas  independent  students  with 
dependents  were  afforded  the  same 
treatment  as  were  the  parents  of 
dependent  students. 

For  1982-83,  we  are  proposing  that  the 
distinction  between  independent 
students  with  and  without  dependents 
continue  to  be  used  for  asset  treatment. 
Thus,  the  only  change  in  the  asset 
treatment  for  indepenent  students  will 
be  for  independent  students  with 
dependents,  since  the  asset  treatment 
for  the  parents  of  dependent  students 
has  changed. 

III.  OTHER  CHANGES 

1.  Definition  of  a  Married  Independent 
Student 

Traditionally,  a  student  has  had  to 
establish  a  history  of  independence 
before  he  or  she  was  considered  to  be 
independent  for  financial  aid  purposes. 
Thus,  a  student  has  had  to  answer 
questions  about  his  or  her  financial 
relationship  with  his  or  her  parents  for 
not  only  the  year  in  question,  but  also 
for  the  prior  year. 

For  1982-83,  the  law  requires  that  a 
married  student  only  consider  such 


questions  for  the  year  of  application.  We 
have  defined  the  year  of  application  to 
be  1982  for  the  1982-83  award  year 
because  of  considerations  related  to  the 
application  form  and  the  application 
processing  system.  Thus,  for  1982-83, 
only  those  dependency  questions  that 
relate  to  the  1982  calendar  year  will  be 
pertinent  in  determining  a  married 
student’s  independent  status. 

The  three  dependency  questions  are 
whether  the  student: 

(1)  Will  live  with  the  parents  for  more 
than  six  weeks: 

(2)  Will  be  claimed  by  the  parents  as  a 
dependent  on  a  Federal  income  tax 
return;  and 

(3)  Will  receive  more  than  $750  in 
support  from  the  parents. 

It  should  also  be  noted  that  the  $750 
figure,  as  it  applies  to  married  students, 
is  mandated  in  the  law.  Thus,  while  the 
comparable  question  to  number  three 
above  that  was  used  in  the  1981-82 
award  year  used  a  $1,000  figure,  we 
have  lowered  that  figure  to  $750.  For 
purposes  of  consistency  the  $750  figure 
is  used  for  both  married  and  single 
students. 

Regulatory  Flexibility  Act  Certification 

The  Secretary  certifies  that  these 
regulations  will  not  have  a  significant 
economic  impact  on  a  substantial 
number  of  small  entities.  These 
regulations  establish  the  formula  for 
determining  student  eligibility  for 
financial  assistance  under  the  Pell 
Grant,  National  Direct  Student  Loan, 
College  Work-Study  and  Supplemental 
Educational  Opportunity  Grant 
programs.  As  such  they  do  not  have  an 
impact  on  small  entities. 

Invitation  to  Comment 

The  Secretary  is  inviting  comments  on 
the  entire  procedure  for  verifying 
campus-based  financial  aid  applicants 
and  the  proposed  revisions  to  the 
funding  process. 

Information  From  Institutions  of  Higher 
Education 

The  Secretary  requests  comments  on 
whether  these  proposed  regulations 
would  require  institutions  of  higher 
education  to  transmit  information  that  is 
already  being  gathered  by  or  is 
available  from  any  other  agency  or 
authority  of  the  United  States. 

Burden  Reduction 

To  assist  the  Department  in  complying 
with  the  specific  requirements  of 
Executive  Order  12291  and  its  overall 
objective  of  reducing  regulatory  burden, 
public  comment  is  invited  on  whether 
there  may  be  further  opportunities  to 
reduce  any  regulatory  burdens  found  in 


these  regulations,  especially  with  regard 
to  paperwork  and  compliance 
requirements. 

Address  for  Comments 

Written  comments  and 
recommendations  may  be  sent  to  the 
address  given  at  the  beginning  of  this 
preamble.  The  Secretary  will  consider  in 
the  development  of  the  final  regulations 
all  comments  received  on  or  before 
December  15, 1981. 

All  comments  submitted  in  response 
to  these  proposed  regulations  will  be 
available  for  public  inspection,  during 
and  after  the  comment  period,  in 
Regional  Office  Building  3,  Room  4318, 

7th  and  D  Streets,  S.W.,  Washington, 
D.C.,  between  the  hours  of  8:00  a.m.  and 
4:30  p.m.,  Monday  through  Friday  of 
each  week,  except  Federal  holidays. 

Citation  of  Legal  Authority 

A  citation  of  statutory  or  other  legal 
authority  is  placed  in  parentheses  on  the 
line  following  each  substantive 
provisions  of  these  proposed 
regulations. 

(Catalog  of  Federal  Domestic  Assistance 
Numbers:  Pell  (Basic)  Grant  Program,  84.063; 
National  Direct  Student  Loan  Program, 

84.038;  Supplemental  Educational 
Opportunity  Grant  Program,  84.007;  and 
College  Work-Study  Program,  84.033) 

Dated:  October  9, 1981. 

T.  H.  Bell, 

Secretary  of  Education. 

PART  668— STUDENT  ASSISTANCE 
GENERAL  PROVISIONS 

Subparts  D  and  E  of  Part  668  of  Title 
34  of  the  Code  of  Federal  Regulations 
are  added  as  follows: 
***** 

Subpart  D— Expected  Family  Contribution 
for  a  Dependent  Student 

668.41  Indicators  of  financial  strength. 

668.42  Special  definitions. 

668.43  Effective  family  income. 

668.44  Computation  of  the  expected  family 
contribution  for  a  dependent  student 
from  the  effective  family  income. 

668.45  Computation  of  the  expected 
contribution  from  parental  assets. 

668.46  Computation  of  the  expected 
contribution  from  effective  family  income 
and  parental  assets,  adjusted  for  the 
number  of  family  members  enrolled  in 
programs  of  postsecondary  education. 

668.47  Computation  of  the  expected 
contribution  from  the  assets  of  the 
dependent  student  (and  spouse). 

668.48  Computation  of  the  total  expected 
family  contribution. 

668.49  Extraordinary  circumstances 
affecting  the  expected  family 
contribution  determination  for  a 
dependent  student. 
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Subpart  E— Expected  Family  Contribution 
tor  an  Independent  Student 

Sec. 

668.51  Indicators  of  financial  strength. 

668.52  Special  definitions. 

668.53  Effective  family  income. 

668.54  Computation  of  the  expected  family 
contribution  for  an  independent  student 
from  the  effective  family  income. 

668.55  Computation  of  the  expected 
contribution  from  the  assets  of  the 
independent  student  (and  spouse). 

668.56  Computation  of  the  total  expected 
contribution  from  the  income  and  assets 
of  the  independent  student  (and  spouse), 
adjusted  for  the  number  of  family 
members  enrolled  in  programs  of  post¬ 
secondary  education. 

668.57  Extraordinary  circumstances 
affecting  the  expected  family 
contribution  determination  for  an 
independent  student. 

***** 

Subpart  D— Expected  Family 
Contribution  for  a  Dependent  Student 

§  668.41  Indicators  of  financial  strength. 

(a)  As  used  in  this  subpart,  “Expected 
family  contribution"  for  a  dependent 
student  means  the  amount  that  the 
student  and  his  or  her  family  may 
reasonably  be  expected  to  contribute 
toward  the  cost  of  his  or  her  education 
for  an  award  period. 

(b)  The  Secretary  considers  each  of 
the  following  elements  of  financial 
strength  in  determining  the  expected 
family  contribution  for  a  dependent 
student: 

(1)  The  effective  incomes  of  (i)  the 
student  and  his  or  her  spouse,  and  (ii) 
the  student’s  parent(s). 

(2)  The  number  of  family  members  in 
the  household  of  the  student’s  parent(s). 

(3)  The  number  of  family  members  in 
the  household  of  the  student’s  parent(s) 
who  are  enrolled  in,  on  at  least  a  half- 
time  basis,  a  program  of  postsecondary 
education. 

(4)  The  assets  of  (i)  the  student  and 
his  or  her  spouse,  and  (ii)  the  student's 
parent(s). 

(5)  The  unusual  medical  expenses  of 
the  student's  parents. 

(6)  The  additional  expenses  incurred 
when  both  parents  of  the  student  are 
employed  or  when  a  family  is  headed  by 
a  single  parent  who  is  employed. 

(7)  The  tuition  paid  by  the  student’s 
parents  for  dependent  children,  other 
than  the  studert,  who  are  enrolled  in  an 
elementary  or  secondary  school. 

(20  U.S.C.  1089(b)) 

§  668.42  Special  definitions. 

For  purposes  of  this  subpart: 

“Assets”  means  cash  on  hand, 
including  amounts  in  checking  and 
savings  accounts,  trusts,  stocks,  bonds, 
other  securities,  real  estate  (except  the 
student's  or  parent's  single  principal 


place  of  residence),  income  producing 
property,  business  equipment,  and 
business  inventory. 

However,  for  Native  American 
students,  the  following  shall  not  be 
considered  as  an  asset  of  the  student  or 
his  or  her  family  in  determining  the 
expected  family  contribution: 

(a)  Any  property  received  under  the 
Distribution  of  Judgment  Funds  Act  (25 
U.S.C.  1401,  et  seq.)  or  the  Alaska 
Native  Claims  Settlement  Act  (43  U.S.C. 
1601,  et  seq.). 

(b)  Any  property  that  may  not  be  sold 
or  encumbered  without  the  consent  of 
the  Secretary  of  Interior,  and 

(c)  Any  other  property  held  in  trust  for 
the  student  or  his  family  by  the  United 
States  Government. 

“Business  assets"  means  property  that 
is  used  in  the  operation  of  a  trade  or 
business,  including  real  estate, 
inventories,  buildings,  machinery  and 
other  equipment,  patents,  franchise 
rights,  and  copyrights. 

“Dependent  of  the  student’s  parents" 
means: 

(a)  The  student, 

(b)  Any  of  the  student's  dependent 
children, 

(c)  Dependent  children  of  the 
student's  parents  including  those 
children  who  are  determined  to  be 
“dependent  students"  when  applying  for 
Title  IV  student  assistance  for  the  1982- 
83  award  year,  and 

(d)  Other  persons  (except  the 
student's  spouse)  who  live  with  and 
receive  more  than  one-half  of  their 
support  from  the  parents  and  will 
continue  to  receive  more  than  half  of 
their  support  from  the  parents  for  the 
1982-83  award  year. 

“Dependent  student"  means  any 
student  who  does  not  qualify  as  an 
independent  student  as  defined  in 
§  668.52. 

“Effective  family  income"  is  described 
in  §  668.43. 

“Employment  expense  offset"  means 
an  allowance  to  meet  expenses  related 
to  employment  when  both  parents  are 
employed  or  when  one  parent  qualifies 
as  a  surviving  spouse  or  as  head  of  a 
household  under  section  2  of  the 
Internal  Revenue  Code. 

“Family  size  offset”  means  an 
allowance  to  meet  the  subsistence 
expenses  of  a  family,  including  food, 
shelter,  clothing,  and  other  basic  needs. 
This  offset  is  derived  from  the 
“Weighted  Average  Thresholds  at  the 
Low  Income  Level,"  as  developed  by  the 
Social  Security  Administration. 

“Farm  assets"  means  any  property 
owned  and  used  in  the  operation  of  a 
farm  for  profit,  including  real  estate, 
livestock,  livestock  products,  crops,  farm 
machinery,  and  other  equipment 


inventories.  A  farm  is  not  considered  to 
be  operated  for  profit  if  crops  or 
livestock  are  raised  mainly  for  the  use  of 
the  family,  even  if  some  income  is 
derived  from  incidental  sales. 

"Federal  income  tax"  means  (a)  the 
tax  on  income  paid  to  the  U.S. 
Government  under  chapter  2  of  the 
Internal  Revenue  Code,  or  (b)  the  tax  on 
income  paid  to  the  Governments  of 
Puerto  Rico,  Guam,  American  Samoa, 
the  Virgin  Islands,  the  Northern  Mariana 
Islands,  or  the  Trust  Territory  of  the 
Pacific  Islands  under  the  laws 
applicable  to  those  jurisdictions,  or  (c) 
the  comparable  taxes  paid  to  the  central 
government  of  a  foreign  country. 

“Legal  guardian"  means  an  individual 
who  has  been  appointed  by  a  court  to  be 
a  legal  guardian  of  a  person  and  who  is 
specifically  required  by  the  court  to  use 
his  or  her  own  financial  resources  to 
support  that  person. 

“Local  income  tax”  means  the  tax  on 
income  paid  to  a  town,  city,  county,  or 
other  local  municipality. 

“Medical  expenses"  means 
unreimbursed  medical  and  dental 
expenses,  except  premiums  for  medical 
insurance,  that  may  be  deducted  under 
section  213  of  the  Internal  Revenue 
Code  and  that  were  paid  in  1981,  unless 
the  student  files  an  application  with  the 
Secretary  under  the  provisions  of 
§  668.49.  In  that  case  the  expenses 
reported  are  those  paid  in  1982. 

“Net  assets"  means  the  current 
market  value  at  the  time  of  application 
of  the  assets  included  in  the  definition  of 
“assets"  minus  the  outstanding 
liabilities  (indebtedness)  against  those 
assets. 

“Parent"  means  the  student’s  mother, 
father  or  legal  guardian.  An  adoptive 
parent  is  considered  to  be  the  student’s 
mother  or  father. 

“State  income  tax"  means  the  tax  on 
income  paid  to  one  or  more  of  the  50 
States  of  the  United  States,  or  to  the 
District  of  Columbia. 

(20  U.S.C.  1089) 

§  668.43  Effective  family  income. 

(a)  Effective  family  income  is  the 
amount  of  income  that  remains  when 
Federal,  State  and  local  income  taxes 
that  are  paid  or  payable  on  a  family’s 
annual  adjusted  family  income  are 
subtracted  from  that  income. 

(b)  “Annual  adjusted  family  income" 
means,  except  as  provided  in  v 
paragraphs  (c),  (d),  (e),  (f).  (g).  and  (h)  of 
this  section  and  §  668.49 — 

(1)  The  sum  received  in  1981  by  the 
student,  his  or  her  spouse,  and  his  or  her 
parents  from — 
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(1)  Adjusted  gross  income,  as  defined 
in  section  62  of  the  Internal  Revenue 
Code; 

(ii)  Investment  income  upon  which  no 
Federal  income  tax  need  be  paid.  An 
example  of  such  income  is  the  interest 
on  municipal  bonds;  and 

(iii)  Other  income  upon  which  no 
Federal  income  tax  need  be  paid 
except — 

(A)  Veterans  benefits  paid  to  the 
student  under  chapters  34  and  35  of  Title 
38  of  the  United  States  Code,  and 

(B)  Social  Security  benefits  paid  to  the 
student  (and  spouse)  or  to  the  parents  of 
the  student  for  the  student,  regardless  of 
age,  or  his  or  her  siblings  who  are 
between  18  and  22  inclusive. 

(2)  One-half  of  any  veteran’s  benefits 
to  be  paid  to  the  student  for  the  1982-83 
award  year  under  chapters  34  and  35  of 
Title  38  of  the  United  States  Code;  and 

(3)  The  Social  Security  benefits  to  be 
paid  to  the  student  (and  spouse),  or  to 
the  student's  parents  for  the  student  for 
the  1982-83  award  year, 

(c)  For  a  Native  American  student,  the 
annual  adjusted  family  income  does  not 
include  the  income  received  by  the 
student,  his  or  her  spouse,  or  his  or  her 
parents  under  the  Distribution  of 
Judgment  Funds  Act  (25  U.S.C.  1401,  et 
seq.)  or  the  Alaska  Native  Claims 
Settlement  Act  (43  U.S.C.  1601,  et  seq.). 

(d)  For  a  student  whose  parents  are 
divorced  or  separated,  the  following 
procedures  apply  for  reporting  a 
parent's  income  to  determine  the  annual 
adjusted  family  income — 

(1)  Include  only  the  income,  as 
described  in  paragraph  (b)  of  this 
section,  of  the  parent  with  whom  the 
student  resided  for  the  greater  portion  of 
the  12  month  period  peceding  the  date  of 
the  application. 

(2)  If  the  preceding  criterion  does  not 
apply,  include  only  the  income  of  the 
parent  who  provided  the  greater  protion 
of  the  student’s  support  for  the  12  month 
period  preceding  the  date  of  application. 

(3)  If  neither  of  the  preceding  criteria 
apply,  include  only  the  income  of  the 
parent  who  provided  the  greater  support 
of  the  period  commencing  January  1, 
1981  and  ending  12  months  prior  to  the 
date  of  application. 

(e)  If  either  of  the  parents  have  died, 
the  student  shall  include  only  the 
income  of  the  surviving  parent.  If  both 
parents  have  died,  the  student  shall  not 
report  any  parental  income. 

(f)  The  following  rule  applies  if  either 
a  parent  whose  income  is  taken  into 
account  under  paragraph  (d)  of  this 
section,  or  a  parent  who  is  a  widow  or 
widower  and  whose  income  is  .taken 
into  account  under  paragraph  (e)  of  this 
section,  has  remarried.  The  income  of 
that  parent’s  spouse  shall  be  included  in 


determining  the  student's  annual 
adjusted  family  income  if,  in  either  1981 
or  1982,  the  student — 

(1)  Has  received  or  will  receive 
financial  assistance  of  more  than  $750  in 
either  of  those  years  from  that  spouse, 
or 

(2)  Has  lived  or  will  live  for  more  than 
six  weeks  in  either  of  those  years  in  the 
home  of  the  of  the  parent  and  that 
spouse. 

(g)  For  a  student  who  is  divorced  or 
separated,  or  whose  spouse  has  died, 
the  spouse’s  income  shall  not  be 
included  in  determing  the  effective 
family  income. 

(h)  The  annual  adjusted  family  income 
does  not  include  any  student  financial 
assistance  except  those  veterans 
benefits  cited  in  paragraph  (b)(2)  of  this 
section. 

(20  U.S.C  1089) 

§  668.44  Computation  of  the  expected 
family  contribution  for  a  dependent  student 
from  the  effective  family  income. 

The  expected  family  contribution  for  a 
dependent  student  from  effective  family 
income  is  calulated  as  follows: 

(a)  Determine  the  parents’ 
discretionary  income  by  deducting  the 
following  offsets  from  the  effective 
family  income: 

(l)(i)  A  family  size  offset  in  the 
amount  specified  in  the  following  table: 

Family  Size  Offsets 


Family  members  . 

Amount 

2 

$5,500 

6.650 

6,450 

9,950 

11,250 

q 

4 

5 . . . 

Note.— Plus  SI, 250  for  each  additional  family  member  over 


(ii)  In.  determining  the  family  size,  the 
following  rules  apply — 

(A)  If  the  parents  are  not  divorced  or 
separated,  family  members  include  the 
student’s  parents  and  the  dependents  of 
the  student’s  parents. 

(B)  If  the  parents  are  divorced  or 
separated  and  not  remarried,  family 
members  include  the  parent  whose 
income  is  included  in  computing  the 
effective  family  income  and  that 
parent’s  dependents. 

(C)  If  the  parents  are  divorced  and  the 
parent  whose  income  is  included  in 
computing  the  effective  family  income 
has  remarried,  or  if  the  parent  was  a 
widow  or  widower  who  has  remarried, 
family  members  include,  in  addition  to 
those  people  referenced  in  paragraph 
(a)(l)(ii)(B)  of  this  section,  die  new 
spouse  and  any  dependents  of  the  new 
spouse,  if  that  spouse’s  income  is 
included  in  determining  the  effective 
family  income. 


(2)  An  unusual  expense  offset  equal  to 
the  amount  by  which  the  sum  of 
unreimbursed  medical  and  dental 
expenses  exceeds  20  percent  of  the 
effective  family  income.  The  expenses 
that  may  be  reported  are  those  expenses 
paid  by  the  student’s  parents  during 

1981,  unless  the  student  files  an 
application  with  the  Secretary  under  the 
provisions  of  §  668.49.  In  that  case,  the 
expenses  reported  will  be  those  paid  in 

1982.  The  expenses  of  both  parents  are 
included  only  if  the  incomes  of  both  are 
subject  to  inclusion  in  determining  the 
effective  family  income.  Similarly,  a 
stepparent’s  expenses  are  included  only 
if  his  or  her  income  is  subject  to 
inclusion. 

(3)  An  employment  expense  offset 
calculated  as  follows — 

(i)  If  both  parents  were  employed  in 
the  year  for  which  their  income  is 
reported  and  both  have  their  incomes 
reported  in  determining  the  expected 
family  contribution,  use  the  lesser  of 
$1,500  or  50  percent  of  the  earned 
income  (income  earned  by  work)  of  the 
parent  with  the  lesser  earned  income. 

(ii)  If  a  parent  qualifies  as  a  head  of 
household  as  defined  in  section  2  of  the 
Internal  Revenue  Code,  use  the  lesser  of 
$1,500  or  50  percent  of  his  or  her  earned 
income. 

(hi)  The  earned  income  figure  to  be 
used  in  all  cases  is  that  figure  for  1981 
unless  the  student  files  an  application 
with  the  Secretary  under  the  provisions 
of  §  668.49.  In  that  case,  the  figure  to  be 
used  is  the  one  for  1982. 

(4)  An  educational  expense  offset 
equal  to  the  tuition  paid  by  the  student's 
parents  for  dependent  children,  other 
than  the  student,  enrolled  in  elementary 
or  secondary  school.  The  tuition  which 
may  be  reported  is  the  tuition  paid  in 
1981  unless  the  student  files  an 
application  with  the  Secretary  under  the 
provisions  of  §  668.49.  In  that  case,  the 
tuition  reported  will  be  that  paid  in  1982. 

(b)  If  the  discretionary  income  is  a 
positive  amount,  determine  the  expected 
contribution  from  the  effective  family 
income  according  to  the  following  chart. 
If  the  discretionary  income  is  negative, 
there  is  no  expected  contribution  from 


income. 

Discretionary 

Expected  contribution 

SO  to  $5,000 . 

40%  of  discretionary  income 
$2400+45%  ot  amount  over  $5,000 
$4450+50%  of  amount  over  $10,000 
$6,750  +  55%  of  amount  over  $15,000 

$5,001  to  $10,000— 
$10,001  to  $15,000 .. 
$15,001  and  above.... 

(20  U.S.C.  1089J 
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§  668.45  Computation  of  the  expected 
contribution  from  parental  assets. 

The  expected  contribution  from 
parental  assets  is  determined  in  the  - 
following  manner: 

(a)  If  the  assets  do  not  include  farm  or 
business  assets  as  defined  in  §  668.42, 
deduct  from  the  net  value  of  the  assets 
either: 

(1)  $10,000  if  the  parents  own  their 
principal  place  of  residence;  or 

(2)  $25,000  if  the  parents  do  not  own 
their  principal  place  of  residence. 

(b)  If  the  assets  include  farm  or 
business  assets,  deduct: 

(1)  $50,000  from  the  net  value  of  farm 
and  business  assets,  and  either 

(2)  $10,000  from  the  net  value  of  the 
non-farm  or  non-business  assets  if  the 
parents  own  their  principal  place  of 
residence;  or 

(3)  $25,000  from  the  net  value  of  the 
non-farm  or  non-business  assets  if  the 
parents  do  not  own  their  principal  place 
of  residence. 

(c)  If  the  result  obtained  under 
paragraphs  (a)(1),  (a)(2),  (b)(1),  (b)(2),  or 
(b)(3)  of  this  section  is  a  negative 
amount,  it  shall  be  changed  to  zero. 

(d)  Except  as  provided  in  paragraph 

(e)  of  this  section,  the  expected 
contribution  from  parental  assets  equals 
five  percent  of  the  remainder  obtained 
under  paragraph  (a)(1)  or  (a)(2)  of  this 
section,  or  five  percent  of  the  remainder 
under  (b)(1),  and  (b)(2)  or  (b)(3)  of  this 
section. 

(e)  However,  if  the  calculation  of 
discretionary  income  required  by 

§  668.44(a)  produces  a  negative  number, 
the  expected  contribution  from  parental 
assets,  calculated  under  paragraph  (d)  of 
this  section,  shall  be  reduced  by  the 
amount  of  that  negative  discretionary 
income,  but  not  to  an  amount  below 
zero. 

(f) (1)  If  the  student's  parents  are 
separated  or  divorced  and  not 
remarried,  only  the  assets  of  the  parent 
whose  income  is  included  in  computing 
annual  adjusted  family  income  shall  be 
considered. 

(2)  However,  if  that  parent  has 
remarried,  or  if  the  parent  was  a  widow 
or  widower  who  has  remarried,  and  the 
parent’s  spouse's  income  is  also 
included  under  §  668.43,  the  assets  of 
that  parent’s  spouse  shall  also  be 
included. 

(20  U.S.C.  1089) 

§  668.46  Computation  of  the  expected 
contribution  from  effective  family  Income 
and  parental  assets,  adjusted  for  the 
number  of  family  members  enrolled  in 
programs  of  postsecondary  education. 

(a)  For  each  award,  the  amount 
expected  from  effective  family  income 
as  determined  in  §  668.44  is  added  to  the 


amount  expected  from  parental  assets 
as  determined  in  §  668.45. 

(b)(1)  For  each  award,  the  combined 
expectation  determined  under 
paragraphd  (a)  of  this  section  is 
adjusted  in  the  following  manner  for  the 
number  of  family  members  who  will  be 


attending,  on  at  least  a  half-time  basis,  a 
program  of  postsecondary  education 
during  the  award  year  for  which  student 
financial  assistance  is  requested: 

Number  of  family 
members  enrolled  in 
programs  of 
postsecondary 
education 

Expected  contribution  per  student 
from  combined  contributions 

1  . 

100  percent  of  the  contribution  de¬ 
termined  in  paragraph  (a). 

70  percent  of  the  contribution  deter* 
mined  in  paragraph  (a). 

50  percent  of  the  contribution  deter¬ 
mined  in  paragraph  (a). 

40  percent  of  the  contribution  deter¬ 
mined  in  paragraph  (a). 

2 . 

3 . 

4  or  more . 

(2)  Family  members  are  those  persons 
referenced  in  §  668.44(a)(1). 

(20  U.S.C.  1089) 

§  668.47  Computation  of  the  expected 
contribution  from  the  assets  of  the 
dependent  student  (and  spouse). 

(a)  The  expected  contribution  from  the 
net  assets  of  the  dependent  student  (and 
spouse)  is  determined  in  the  following 
manner. 

(1)  Determine  the  student's  asset 
reserve  by  subtracting  the  amount  of  the 
parent's  non-farm  and  non-business 
assets  from  $10,000.  If  the  result  is 
negative,  it  shall  be  changed  to  zero. 

(2)  Deduct  the  asset  reserve 
calculated  in  paragraph  (a)(1)  of  this 
section  from  die  student’s  (and  spouse's) 
net  assets.  If  the  result  is  negative,  it 
shall  be  changed  to  zero. 

(3)  The  expected  contribution  from  the 
net  assets  of  the  dependent  student  (and 
spouse)  equals  33  percent  of  the 
remainder  obtained  in  paragraph  (a)(2) 
of  this  section. 

(b)  If  the  married  dependent  student  is 
separated,  the  assets  of  his  or  her 
spouse  shall  not  be  considered. 

(20  U.S.C.  1089) 

§  668.48  Computation  of  the  total 
expected  family  contribution. 

For  each  award,  the  total  expected 
family  contribution  is  the  sum  of— 

(a)  The  expected  contribution  from  the 
effective  family  income  and  parental 
assets  as  determined  in  §  668.46,  and 

(b)  The  expected  contribution  from 
the  student’s  (and  spouse's)  assets  as 
determined  in  §  668.47. 

(20  U.S.C.  1089)  • 


§  668.49  Extraordinary  circumstances 
affecting  the  expected  family  contribution 
determination  for  a  dependent  student. 

(a)  A  student  may  submit  an 
application  to  the  Secretary  for 
determination  of  his  or  her  expected 
family  contribution  using  income  data 
from  1982  for  effective  family  income, 
if— 

(1)  A  parent  or  stepparent  whose  1981 
income  from  work  must  be  reported 
under  §  668.43  has  lost  his  or  her  job  for 
at  least  10  weeks  during  1982, 

(2)  A  parent  or  stepparent  whose  1981 
income  from  work  must  be  reported 
under  §  668.43  has  been  unable  to 
pursue  normal  income-producing 
activities  for  at  least  10  weeks  during 
1982  because  of  the  occurrence — in  1981 
or  1982 — of  (i)  a  disability,  or  (ii)  a 
natural  disaster, 

(3)  A  parent  or  stepparent  whose 
income  must  be  reported  under  §  668.43 
received  unemployment  compensation 
or  nontaxable  income  in  1981  and  had  a 
complete  loss  for  at  least  10  weeks  in 
1982  of  one  of  those  benefits.  A- 
nontaxable  benefit,  for  purposes  of  this 
paragraph,  must  be  paid  by  a  public  or 
private  agency,  a  company,  or  a  person 
because  of  a  court  order.  Types  of 
nontaxable  benefits  include  Social 
Security  benefits  (except  those 
described  in  §  668.43(b)(l)(iii)(B)), 
welfare,  and  court  ordered  child 
support, 

(4)  The  parent(s)  of  the  student  have 
become  separated  or  divorced  after  the 
student  submitted  his  or  her  application. 
If  such  a  separation  or  divorce  is 
between  a  parent  and  a  stepparent,  the 
stepparent’s  income  must  have  been 
reportable  on  the  previous  application 
under  §  668.43  for  this  condition  to 
apply,  or 

(5)  A  parent  or  stepparent  whose  1981 
income  must  be  reported  under  §  668.43 
has  died  after  the  student  submitted  an 
earlier  application  for  1982-83. 

However,  if  the  parent  referred  to  in  this 
paragraph  is  the  last  surviving  parent 
with  whom  the  student  has  or  will  have 
a  dependency  relationship  according  to 
|  668.52,  the  student  must  file  an 
application  under  §  668.57(a)(7)  if  he  or 
she  wishes  to  use  income  data  from 
1982. 

(b)  For  an  application  submitted  under 
paragraph  (a)  of  this  section,  the  student 
(and  parent)  shall  include  the  income 
already  received  for  1982  and  an 
estimate  of  the  income  to  be  received  for 
the  remainder  of  that  year. 

(c)  A  student  may  submit  a  revised 
application  to  reflect  changes  in  asset 
amounts  reported  on  the  previously 
submitted  application  if  the  student  or 
his  or  her  family  has  suffered  a  loss  of 
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or  damage  to  assets  resulting  from  a 
natural  disaster  in  an  area  that  has  been 
declared  a  national  disaster  area  by  the 
President  of  the  United  States. 

(20  U.S.C.  1089) 

Subpart  E— Expected  Family 
Contribution  for  an  Independent 
Student 

§  668.51  Indicators  of  financial  strength. 

(a)  As  used  in  this  subpart,  "Expected 
family  contribution”  for  an  independent 
student  means  the  amount  that  the 
student  and  his  or  her  spouse  may 
reasonably  be  expected  to  contribute 
toward  the  cost  of  his  or  her  education 
for  an  award  period. 

(b)  The  Secretary  considers  each  of 
the  following  elements  of  financial 
strength  in  determining  the  expected 
family  contribution  for  an  independent 
student: 

(1)  The  effective  family  income  of  the 
independent  student  and  spouse. 

(2)  The  number  of  family  members  in 
the  household  of  the  student  and  spouse. 

(3)  The  number  of  family  members  in 
the  household  of  the  student  and  spouse 
who  are  enrolled  in,  on  at  least  a  half¬ 
time  basis,  a  program  of  postsecondary 
education. 

(4)  The  assets  of  the  student  and 
spouse. 

(5)  The  unusual  medical  expenses  of 
the  student  and  spouse. 

(6)  The  additional  expenses  incurred 
when  both  the  student  and  spouse  are 
employed  or  when  the  employed  student 
qualifies  as  a  surviving  spouse  or  as 
head  of  a  household  under  section  2  of 
the  Internal  Revenue  Code. 

(7)  The  tuition  paid  by  the  student  or 
spouse  for  dependent  children  who  are 
enrolled  in  an  elementary  or  secondary 
school. 

(20  U.S.C.  1089) 

§  668.52  Special  definitions. 

The  definitions  of  “assets”,  “business 
assets”,  “family  size  offset”,  "farm 
assets”,  "Federal  income  tax”,  "legal 
guardian",  “local  income  tax”,  "medical 
expense”,  "net  assets”,  "parent”,  and 
"State  income  tax”  are  set  forth  in 
§  668.42. 

“Dependent  of  the  student”  means: 

(a)  The  student's  spouse  (unless 
separated  or  divorced  from  the  student), 

(b)  Any  of  the  student's  or  spouse’s 
dependent  children,  and 

(c)  Other  persons  who  live  with  and 
receive  more  than  one-half  of  their 
support  from  the  student  (or  spouse)  and 
will  continue  to  receive  more  than  half 
of  their  support  from  the  student  (or 
spouse)  for  the  1982-83  award  year. 

"Effective  family  income”  is  described 
in  §  668.53. 


"Employment  expense  offset”  means 
an  allowance  to  meet  expenses  relating 
to  employment  when  both  the 
independent  student  and  his  or  her 
spouse  are  employed  or  when  the 
independent  student  qualifies  as  a 
surviving  spouse  or  as  head  of  a 
household  under  section  2  of  the 
Internal  Revenue  Code. 

“Independent  student”  means: 

(a)  A  single  student  who  for  19S1  and 
1982— 

(1)  Has  not  lived  and  will  not  live  for 
more  than  six  weeks  in  either  year  in  the 
home  of  the  parent(s)  for  whom  income 
must  be  reported  according  to  §  668.43; 

(2)  Has  not  been  claimed  and  will  not 
be  claimed  as  a  dependent  for  Federal 
income  tax  purposes  by  the  parent(s)  for 
whom  income  must  be  reported 
according  to  §  668.43;  and 

(3)  Has  not  received  and  will  not 
receive  financial  assistance  of  more 
than  $750  in  either  year  from  the 
parent(s)  for  whom  income  must  be 
reported  according  to  $  668.43;  or 

(b)  A  married  student  who  for  1982 — 

(1)  Will  not  live  for  more  than  six 
weeks  in  the  home  of  the  parent(s)  for 
whom  income  must  be  reported 
according  to  §  668.43; 

(2)  Will  not  be  claimed  as  a 
dependent  for  Federal  Income  tax 
purposes  by  the  parent(s)  for  whom 
income  must  be  reported  according  to 
§  668.43;  and 

(3)  Will  not  receive  financial 
assistance  of  more  than  $750  from  the 
parent(s)  for  whom  income  must  be 
reported  according  to  §  668.43. 

(20  U.S.C.  1089) 

§  668.53  Effective  family  income. 

(a)  Effective  family  income  is  the 
amount  of  income  that  remains  when 
Federal,  State,  and  local  income  taxes 
that  are  paid  or  payable  on  a  family’s 
annual  adjusted  family  income  are 
subtracted  from  that  income. 

(b)  "Annual  adjusted  family  income" 
means,  except  as  provided  in 
paragraphs  (c),  (d),  and  (e)  of  this 
section  and  §  668.57 — 

(1)  The  sum  received  in  1981  by  the 
student  and  spouse  from — 

(i)  Adjusted  gross  income,  as  defined 
in  section  62  of  the  Internal  Revenue 
Code; 

(ii)  Investment  income  upon  which  no 
Federal  income  tax  is  paid.  An  example 
of  such  income  is  the  interest  on 
municipal  bonds;  and 

(iii)  Other  income  upon  which  no 
Federal  income  tax  need  be  paid, 
except — 

(A)  Veteran  benefits  paid  to  the 
student  under  Chapters  34  and  35  of 
Title  38  of  the  United  States  Code,  and 


(B)  Social  Security  benefits  paid  to  the 
student  (and  spouse). 

(2)  One-half  of  any  veterans  benefits 
to  be  paid  to  the  student  for  the  1982-83 
award  year  under  Chapters  34  and  35  of 
Title  38  of  the  United  States  Code;  and 

(3)  The  Social  Security  benefits  to  be 
paid  to  the  student  (and  spouse)  for  the 
1982-83  award  year. 

(c)  For  a  Native  American  student,  the 
annual  adjusted  family  income  does  not 
include  the  income  received  by  the 
student  or  spouse  under  the  Distribution 
of  Judgment  Funds  Act  (25  U.S.C.  1401, 
et  seq.)  or  the  Alaska  Native  Claims 
Settlement  Act  (43  U.S.C.  1601,  et  seq.). 

(d)  If  a  student  is  divorced  pr 
separated,  or  if  the  student’s  spouse  has 
died,  the  spouse’s  income  shall  not  be 
considered  in  determining  the  annual 
family  income. 

(e)  The  annual  adjusted  family  income 
does  not  include  any  student  financial 
assistance  except  those  veterans 
benefits  cited  in  paragraph  (b)(2)  of  this 
section. 

(20  U.S.C.  1089) 

§  668.54  Computation  of  the  expected 
family  contribution  for  an  independent 
student  from  the  effective  family  income. 

The  expected  family  contribution  for 
the  independent  student  from  effective 
family  income  is  calculated  as  follows: 

(a)  Determine  discretionary  income  by 
deducting  the  following  offsets  from  the 
effective  family  income. 

(l)(i)  A  family  size  offset  in  the 
amount  specified  in  the  following  table. 


Family  Size  Offsets 


Family  members 

Amount 

1  . . . . 

$4,250 

2 . . . . . . . . .. 

5,500 

a  ,  . . . . . . . 

6,650 

A  ,  , . . . . . 

B.450 

9,950 

0 

11,250 

Note.— Plus  $1,250  for  each  additional  (amity  member  over 


(ii)  In  determining  the  family  size,  the 
following  rules  apply — 

(A)  Family  members  normally  include 
the  student  and  spouse  and  their 
dependent  children.  In  addition,  family 
members  include  other  persons  who  live 
with  and  receive  more  than  one-half  of 
their  support  from  the  student  or  spouse 
and  will  continue  to  receive  more  than 
one-half  of  their  support  from  the 
student  or  spouse  for  the  1982-83  award 
year. 

(B)  However,  if  the  student  is  divorced 
or  separated,  the  spouse  (ex-spouse)  and 
his  or  her  dependents  are  not  counted  in 
the  family  size. 

(2)  An  unusual  expense  offset  equal  to 
the  amount  by  which  the  sum  of 
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unreimbursed  medical  and  dental 
expenses  exceeds  20  percent  of  effective 
family  income.  The  expenses  that  may 
be  reported  are  those  expenses  paid  by 
the  student  and  spouse  in  1981,  unless 
the  student  files  an  application  with  the 
Secretary  under  the  provisions  of  „ 

§  668.57.  In  that  case,  the  expenses 
reported  will  be  those  paid  in  1982.  The 
expenses  of  both  the  student  and  spouse 
are  included  only  if  the  incomes  of  both 
are  subject  to  inclusion  in  determining 
the  effective  family  income. 

(3)  An  employment  expense  offset 
calculated  as  follows — 

(1)  If  both  the  student  and  spouse  were 
employed  in  the  year  for  which  their 
income  is  reported  and  both  have  their 
incomes  reported  in  determining  the 
expected  family  contribution,  use  the 
lesser  of  $1,500  or  50  percent  of  the 
earned  income  (income  earned  by  work) 
of  the  person  with  the  lesser  earned 
income. 

(ii)  If  a  student  qualifies  as  a  head  of 
household  as  defined  in  section  2  of  the 
Internal  Revenue  Code,  use  the  lesser  of 
$1,500  or  50  percent  of  his  or  her  earned 
income. 

.  (iii)  The  earned  income  figure  to  be 
used  in  all  cases  is  that  figure  for  1981, 
unless  the  student  files  an  application 
with  the  Secretary  under  the  provisions 
of  §  668.57.  In  that  case,  the  figure  to  be 
used  is  the  one  for  1982. 

(4)  An  educational  expense  offset 
equal  to  the  tuition  paid  by  the  student 
and  spouse  for  dependent  children 
enrolled  in  elementary  or  secondary 
school.  The  tuition  that  may  be  reported 
is  the  tuition  paid  in  1981,  unless  the 
student  files  an  application  with  the 
Secretary  under  the  provisions  of 

§  668.57.  In  that  case  the  tuition  reported 
will  be  that  paid  in  1982. 

(b)(1)  If  the  discretionary  income  is  a 
positive  amount,  determine  the  expected 
contribution  from  the  effective  family 
income  according  to  the  following 
charts.  If  the  discretionary  income  is 
negative,  there  is  no  expected 
contribution  from  income. 

(2) (i)  For  an  independent  student  with 
no  dependents — 


Discretionary  income 

Expected  contribution 

Any  positive  amount .... 

75%  of  the  amoun*. 

(ii)  For  an  independent  student  with 
dependents — 

Discretionary  income 

Expected  contribution 

$0  to  $5,000 _ _ _ 

40%  of  discretionary  income. 

55,001  to  $10,000 . 

$2,000  +  45%  of  amount  over 
55,000. 

510,001  to  $15,000 _ 

$4,250  +  50%  of  amount  over 
$10,000. 

Discretionary  income 

Expected  contribution 

$15,001  and  above . 

$6,750+55%  of  amount  over 
$15,000. 

(20  U.S.C.  1089) 

§  668.55  Computation  of  the  expected 
contribution  from  the  assets  of  the 
independent  student  (and  spouse). 

(a) (1)  Except  as  provided  in  paragraph 
(a)(2)  of  this  section,  the  expected 
contribution  from  the  net  assets  of  an 
independent  student  with  no  dependents 
equals  33  percent  of  the  amount  of  those 
assets. 

(2)  However,  if  the  calculation  of 
discretionary  income  required  by 
§  668.54(a)  produces  a  negative  number, 
the  expected  contribution  from  the 
student’s  assets  calculated  under 
paragraph  (a)(1)  of  this  section  shall  be 
reduced  by  the  amount  of  that  negative 
discretionary  income,  but  not  to  an 
amount  below  zero. 

(b)  For  an  independent  student  with 
dependents,  the  expected  contribution 
from  the  assets  of  the  student  (and 
spouse)  is  determined  in  the  following 
manner. 

(1)  If  the  assets  do  not  include  farm  or 
business  assets  as  defined  in  §  668.42, 
deduct  from  the  net  value  of  the  assets: 

(1)  $10,000  if  the  student  or  spouse 
owns  his  or  her  principal  place  of 
residence;  or 

(ii)  $25,000  if  neither  the  student  nor 
spouse  owns  his  or  her  principal  place 
of  residence. 

(2)  If  the  assets  include  farm  or 
business  assets,  deduct — 

(i)  $50,000  from  the  net  value  of  the 
farm  and  business  assets,  and  either 

(ii)  $10,000  from  the  net  value  of  the 
non-farm  or  non-business  assets  if  the 
student  or  spouse  owns  his  or  her 
principal  place  of  residence;  or 

(iii)  $25,000  from  the  net  value  of  the 
non-farm  or  non-business  assets  if 
neither  the  student  nor  spouse  owns  his 
or  her  principal  place  of  residence. 

(iv)  If  the  result  obtained  under 
paragraphs  (b)(l)(i),  (b)(l)(ii).  (b)(2)(i), 
(b)(2)(H),  or  (b)(2)(iii)  of  this  section  is  a 
negative  amount,  it  shall  be  changed  to 
zero. 

(3)  Except  as  provided  in  paragraph 
(b)(4)  of  this  section,  for  an  independent 
student  with  dependents,  the  expected 
contribution  from  the  net  assets  of  that 
student  (and  spouse)  equals  five  percent 
of  the  remainder  obtained  in  paragraph 
(b)(l)(i)  or  (b)(1)(H),  or  five  percent  of 
the  remainder  in  (b)(2)(i),  and  (b)(2)(H) 
or  (b)(2)(iii)  of  this  section. 

(4)  However,  if  the  calculation  of 
discretionary  income  required  by 

§  668.54(a)  produces  a  negative  number, 
the  expected  contribution  from  the 


student's  (and  spouse’s)  assets 
calculated  under  paragraph  (b)(3)  of  this 
section  shall  be  reduced  by  the  amount 
of  that  negative  discretionary  income, 
but  not  to  an  amount  below  zero. 

(5)  If  the  married  independent  student 
with  dependents  is  separated,  the  assets 
of  his  or  her  spouse  shall  not  be 
considered. 

(20  U.S.C.  1089) 

§  668.56  Computation  of  the  total 
expected  contribution  from  the  income  and 
assets  of  the  independent  student  (and 
spouse),  adjusted  for  the  number  of  family 
members  enrolled  in  programs  of 
postsecondary  education. 

(a)  For  each  award,  the  amount 
expected  from  family  income  as 
determined  in  §  668.54  is  added  to  the 
amount  expected  from  assets  as 
determined  in  §  668.55. 

(b)  For  each  award,  the  combined 
expectation  determined  in  paragraph  (a) 
of  this  section  is  adjusted  in  the 
following  manner  for  the  number  of 
family  members  who  will  be  attending, 
on  at  least  a  half-time  basis,  a  program 
of  postsecondary  education  during  the 
award  period  for  which  student 
financial  assistance  is  requested: 

Number  of  family  Expected  contribution  per 

members  enrolled  in  student  from  combined 

postsecondary  education  contributions 

1  . . . .  fOO  percent  of  the  contribution 

determined  in  paragraph  (a). 

2  . . . .  70  percent  of  the  contribution 

determined  in  paragraph  (a). 

3  . . . . .  50  percent  of  the  contribution 

determined  in  paragraph  (a). 

4  or  more ...............................  40  percent  of  the  contribution 

determined  in  paragraph  (a). 

Family  members  are  those  persons 
referenced  in  §  668.54(a)(1). 

(20  U.S.C.  1089) 

§  668.57  Extraordinary  circumstances 
affecting  the  expected  family  contribution 
determination  for  an  independent  student. 

(a)  A  student  may  submit  an 
application  to  the  Secretary  for 
determination  of  his  or  her  expected 
family  contribution  using  income  data 
from  1982  for  effective  family  income 
if — 

(1)  The  student  was  employed  full¬ 
time  in  1981  (at  least  35  hours  per  week 
for  a  minimum  of  30  weeks  during  1981) 
and  is  no  longer  employed  full-time, 

(2)  A  spouse  whose  1981  income  from 
work  must  be  reported  under  §  668.53 
has  lost  his  or  her  job  for  at  least  10 
weeks  during  1982, 

(3)  The  student  or  spouse  whose  1981 
income  from  work  must  be  reported 
under  §  668.53  has  been  unable  to 
pursue  normal  income-producing 
activities  for  at  least  10  weeks  during 
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1982  because  of  the  occurrence — in  1981 
or  1982 — of  (i)  a  disability  or  (ii)  a 
natural  disaster, 

(4)  The  student  or  spouse  whose 
income  must  be  reported  under  §  668.53 
received  unemployment  compensation 
or  nontaxable  income  in  1981  and  had  a 
complete  loss  for  at  least  10  weeks  in 
1982  of  one  of  those  benefits.  A 
nontaxable  benefit,  for  purposes  of  this 
paragraph,  must  be  paid  by  a  public  or 
private  agency,  a  company,  or  a  person 
because  of  a  court  order.  Types  of 
nont.  xable  benefits  include  welfare  and 
court  ordered  child  support.  They  would 
not,  however,  include  veterans  benefits 
under  chapters  34  and  35  of  Title  38  of 


the  United  States  Code  or  Social 
Security  benefits, 

(5)  The  student  has  become  separated 
or  divorced  after  he  or  she  submitted  his 
or  her  application, 

(6)  A  spouse  whose  1981  income  must 
be  reported  under  §  668.53  has  died  after 
he  or  she  submitted  an  earlier 
application  for  1982-83,  or 

(7)  The  student’s  last  surviving  parent 
with  whom  the  student  has  or  will  have 
a  dependency  relationship  according  to 
§  668.52  has  died. 

(b)  For  an  application  submitted  under 
paragraph  (a)  of  this  section,  the  student 
shall  include  the  effective  family  income 
already  received  for  1982  and  an 


estimate  of  the  effective  family  income 
to  be  received  for  the  remainder  of  that 
year. 

(c)  A  student  may  submit  a  revised 
application  to  reflect  changes  in  assets 
amounts  reported  on  the  previously 
submitted  application  if  the  student  or 
his  or  her  spouse  has  suffered  a  loss  or 
damage  to  assets  resulting  from  a 
natural  disaster  in  an  area  that  has  been 
declared  a  national  disaster  area  by  the 
President  of  the  United  States. 

{20  U.S.C.  1089) 
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